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10 Governance Questions

How Is the organization doing?

Who are our customers (and how are they doing)?
What could really hurt us in the next few years?
How are we doing relative to competitors?

Are we as efficient as possible?

Where do we want to be in ten years?

Are we providing the GM with appropriate
resources?

If the GM were hit by a bus tomorrow, who'd take
over?

Is the City Council/Utilities Board as effective as it
can be?

. Does the community know the value of its public

power utility? Hometown Connections:
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Public Power Governance Structures

e City council

* |Independent utility board

e “Shared authority” (city council and utility board)
e Utility district

 Municipal corporation
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Primary Governing Body*

Independent Board

Customers Responses : City Council
Elected Appointed
< 5,000 323 9% 23% 68%
5,000 to 20,000 134 19% 42% 39%
20,000 to 50,000 47 23% 34% 43%
> 50,000 30 23% 54% 23%
Total 534 14% 30% 56%

* From APPA 2015 Governance Survey
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Exercise of Specific Authorities*
Primary Governance = City Councll

Authorities Responses City Council Other
Set retail electric rates 6 100% 0%
Approve utility budget 7 100% 0%

Set salaries of key utility officials 6 50% 50%
Issue long-term bonds 6 100% 0%

Make financial investments for utility 6 67% 33%
Approve purchased power contracts 6 83% 17%
Exercise right of eminent domain 6 100% 0%
Hire and fire utility personnel 6 33% 67%

* Results are for utilities with greater than 50,000 customers that are governed primarily by a city council. From: APPA 2015
Governance Survey.

Hometown Gonnections:

DELIVERING VALUE TO PUBLIC POWER

m




Exercise of Specific Authorities*
Primary Governance = Independent Utility Board

Authorities Responses Independent Utility Board City Council (Cit)h((;;
Set retail electric rates 23 70% 30% 0%
Approve utility budget 23 70% 30% 0%
Set salaries of key utility officials 23 87% 9% 4%
Issue long-term bonds 23 57% 39% 4%
Make financial investments for utility 23 78% 4% 18%
Approve purchased power contracts 23 83% 4% 13%
Exercise right of eminent domain 23 52% 39% 9%
Hire and fire utility personnel 23 57% 0% 43%

* Results are for utilities with greater than 50,000 customers that are governed primarily by an independent utility board. From:
APPA 2015 Governance Surve
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Evaluation Criteria Compared to Austin
Governance Structure”

Independent Board Independent Board Independent
Independent . . .
. - Management/City Management/City Board with
Models Electric Utility : : : :
Board Council Approves Council Approves City Co_unC|I
Rates Debts and Budgets Oversight
Greenville Electric . Jacksonville Electric
Examples Utility Board CPS — San Antonio Authority LADWP
Speed of decision making Positive Positive Positive Positive
Focus/vision of electric utility Positive Positive Positive Positive
Coptlnuny of electric utility Positive Positive Positive Positive
policy
Coordination w .'th other city Negative Negative Negative Neutral
programs/policies
Accountability to city Less Direct Less Direct Less Direct Less Direct
government and ratepayers
Contrql of day to day utility Positive Positive Positive Neutral
operations
Impact on credit rating Positive Positive Positive Positive

* Study of Public Power Utilities For City of Austin — Feb ‘96

m
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Governance: Purpose

Represent the owners interests in
protecting and enhancing their asset.
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Governance: Defined

The process by which a governing body, in
partnership with management:

e Determines the direction and goals of the
organization

e Assures goals are achieved
 Meets legal and fiduciary responsibilities
e Continually improves organization

* Provides accountability to the owners
Hometown Connections
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Governance: Role

 Represent the interests of utility customers and
the community as a whole (Fiduciary)

— Utility Budget and Rate approvals
— Purchasing approvals

— Maintaining fiscal oversight while ensuring a fair rate
of return to the owner/municipality

— Hire/Fire/Review of the utility general manager

 Formulate strategic planning and policy
development that focuses on key utility priorities

— Be part of strategic planning process
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How much involvement IS too
much...or too little?

 The key Is what kind of involvement

Provide predictability
Respect reporting relationships
Provide the manager regular feedback

—~0CUS on strategy and priorities: reliability,

customer service, rates, value
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Quality Governance Characteristics

» A clear sense of the purpose of the

organization and a unified view of its future
direction

» An effective working relationship with the GM,
that results in the successful implementation
of policy direction and goals

 Individual city council/utilities board members
who are interested, engaged, effective and
meet their fiduciary responsibilities
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Effective Governance

1. Meet legal/fiduciary duties

2. Set strategic direction

3. Monitor performance

4. Assure effectiveness of general manager

5. Assure effective city council/utilities board

performance
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1. Statutory Duties

General Responsibilities

— Obligations imposed by state and local statutes; city charter (control and
oversee utility operations, employ a qualified general manager, furnish
reasonable service, provide just and reasonable rates)

Ethics

— Requirements that prohibit personal interests from conflicting with faithful
performance of official duties (using public position for personal gain; gift laws,
conflicts of interest, influence peddling)

Public Access
— Requirements that deliberations and decision making be accessible to the
public (open meetings and records laws)

Federal Laws
— Energy — Federal Power Act, National Energy Policy Act, FERC orders
— Other — Civil rights, anti-trust, environmental, IRS, OSHA, FLSA
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1 (a) Fiduciary Duties

 Fiducia Iy Acts in the best interest of a 3" party, as in trustee to beneficiary. Two duties:

— Care — Act in good faith, on an informed basis, exercise prudent judgment, approach job with reasonable
diligence, protect and improve asset (attend meetings, make inquiries, receive/rely on competent
information, avoid delegation of trustee duties, communicate material facts to owners)

— Loyalty — Act in best interest of organization, not for personal gain or gain of others at organization’s
expense (conflict of interest, “smell” test)

e Liabilities (Assuming the consequences of one’s actions, or failure to act, when there is a duty to act)

— Breach of contract
— Negligence; personal, vicarious
— Discretionary vs. ministerial acts

* Protections (When actions are within the scope of authority and meet fiduciary responsibilities)

— Statutory limitations (except in cases of breach or failure to perform duties, or willful misconduct or
reckless/wanton disregard for safety, property or human rights)
— Indemnification (directors and officers insurance)
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2. Strategic Direction

City Council/Utilities Board’s role: Approve organization’s
long-term business plan and periodically review and update it.

Purpose:  |dentify services that assure delivery of value to
members/customers

e Focus activities of governance and staff
e Adapt to changing business conditions

* Measure progress toward priorities
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2. Benefits of Strategic Planning

Articulation, focus and alignment on
Values/Priorities

Employee Ownership/Empowerment
Customer Support

System improvement

Budget Management

Continuity through changing staff and
governing city council/utilities boards
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2 (a) Strategic Direction

“In Fitch’s opinion, the most important rating factors for
public power systems [are] management and business
strategy. ...Solid management (including the board), a well-
defined business strategy, and a flexible operating plan are
essential elements for a utility to keep its competitive edge
in this rapidly changing business.”

Public Power Rating Guidelines
Fitch Ratings Service
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3. Monitor Performance

City Council/Utilities Board’s role: Review key performance
indicators to determine the effective operation of the
organization and protect and enhance the owners asset.

Purpose: < Provide financial stewardship for owners
 Align operations with strategic direction

* |dentify key performance indicators to assure
organization is effectively managed
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City Council/Utilities Board Stewardship:

1. What should your governing body know to
assure the organization is functioning
effectively?

2. What should your governing body do to
encourage high performance?

3. What should your community know about
utility performance?
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How Performance Is Measured

e Subjective assessments

e Expenditures/workload volume
e Benchmarks/standards

e Ratio comparisons

e Key performance indicators

* Balanced scorecard

See examples in Appendix

Hometown Gonnections:




4. Effective General Manager

City Manager: Take the necessary actions (hiring, directing,
delegating, evaluating, rewarding, correcting, replacing) to
assure effectiveness of GM.

Purpose: ¢ Provide the GM with the direction, resources, and
authority needed to successfully lead the
organization

e Focus the city council/utilities board’s attention on
priorities

e Establish measures to determine effective GM

performance.
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4 (a) Defining oles

Governing Bodies + Executive Leadership

What Governing Bodies do What GM does
What Governing Bodies need What GM needs
How effectiveness How effectiveness
measured measured

Hometown Gonnections:

DELIVERING VALUE TO PUBLIC POWER

“




_'h.- S

4 (b) GM Performance Evaluation

Process for the City Manager/governing bodies to:

1. Reach consensus on the future direction of the
organization

2. Develop goals for organization and GM to
realize that future

3. Agree on targets and measures of GM
performance
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5. Effective Governance Performance

City Council/Utilities Board’s role: Evaluate its own policies,
operations, practices and performance, and implement
improvements.

Purpose: - Assure fiduciary responsibilities and policy
responsibilities are met.

* |dentify ways the City Council/Utilities Board can
improve its effectiveness as governing bodies.
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e An asset to the organization

* A liability to the organization

 Have no impact on the organization?
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5 (b) Common Problems

e Too much time on trivial (focus of meetings)

e Short-term bias (budget vs. goals)

e Reactive stance (strategic perspective)

e Leaky accountability (delegations to management)

e Role Confusion (city council vs. utilities board vs. city manager vs.

management responsibilities)

Rubber Stamp - ~ Micromanage
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10 Governance Questions

How Is the organization doing?

Who are our customers (and how are they doing)?
What could really hurt us in the next few years?
How are we doing relative to competitors?

Are we as efficient as possible?

Where do we want to be in ten years?

Are we providing the GM with appropriate
resources?

If the GM were hit by a bus tomorrow, who'd take
over?

Is the City Council/Utilities Board as effective as it
can be?

. Does the community know the value of its public

power utility? Hometown Connections:
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Indicators Of An Effective Governing Body

1.

Is there an understanding among city council/utilities
board members on the key drivers of the organization’s
business?

Does the city council/utilities board focus on long-term
trends and strategic issues facing the organization, instead
of details of day-to-day operations?

Does the city council/utilities board have an
understanding of appropriate metrics of utility
performance?

Does the city council/utilities board have manageable
agendas and allocate time appropriately at meetings?
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Indicators Of An Effective Governing Body

5. Is information disseminated to city council/utilities board
members before the meeting so they can prepare ahead
of time?

6. Are city council/utilities board members clear with
themselves and with management about the
complimentary roles each must play?

7. Does the city council/utilities board see that the next
generation of senior leaders are being developed within
the organization?

*From “Leading from the Board Room,” by Jay Lorsch and Robert Clark, Harvard Business Review,
April, 2008.
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For all Governing Boards

Make clear the value of public
power to the community
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Thank You

Tim Blodgett
President and CEO
303-526-4515
tblodgett@hometownconnections.com
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Appendix
Performance Monitoring and
Accountability
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APPA Financial/Operating Ratios

Electric Rates e Distribution O&M Expense

* Revenue per KWH — per Retail Customer

e Debt to Total Assets — per Circuit Mile

e Debt Service Coverage e Per Retail Customer

e Net Income per Revenue $ — Customer Accounting, Service

lectibl and Sales Expense

Uncollectible Accounts per _ A&G Expense
Revenue S

e Labor Expense per Worked-Hour

e OSHA Incidence Rate (per 100
employees)

* EnergyLoss %

— per Retail Customer * System Load Factor

e Total P Supplv Expense per * Net Payments/Contributions as %
K(\)NaH nger HPRIY EXP P of Electric Operating Revenue

e Retail Customer per Non-Power
Generation Employee
e Total O&M Expense
— per KWH Sold

e Purchased Power Cost per KWH

e Retail Customers per Meter .
Reader Hometown Connections*
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N\ Greenville
v Utilities

Greenville Utilities

e Performance Measures

— Financial

* Fund balance, debt service coverage, operating cash, degree of asset deprecation (age of system),
capital spending ratio (investment compared to depreciation)

— Typical customer bill comparison
— Reliability
* Interruptions in service, duration, response time
— Load Management
e Total load reduction, avoided costs
— Efficiencies

* Connections per employee, time required to install new service, operating cost per customer,
overtime

— Safety
* Injury/iliness rate, preventable vehicle accident rate

— Customer Service

» Customer satisfaction (% favorable/unfavorable), billing, responsiveness, meter reading
accuracy, calls — average speed to answer
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City Utilities Springfield, MO crrvQuTiLITIES

Strategic Business Objectives Scorecard Bringing Power Home:
Fiscal Year 2012 (June 30, 2012)

Actual Tarpet Indusiry
Uitiliry Su v

#  Equivalent Forced Outage Rate' EE - 02 [ owms |
Measure of generation reliability. Hours units not 2010
available at full load as a percentage of hours scheduled

# System Busbar Cost (Excluding Depreciation)? < $300 | 3737 |
Measure of the cost of generation. C1U's zemeration 2010
operations and mammtenance per MWh zenerated.

Customer Delivery .

# Customer Satisfaction® > 0% | 0% |
Measmre of customer satisfaction with €U From C2011%)
customer survey, percent of respondents Very Satisfied
or Somewhat Satisfied for overall customer satsfacton.

Financial Strength

# Days Cash on Hand “ 80-75 105
Ability to mest the day-to-day financial obligations of the ofility: =010
Utility funds awailable for working capital divided by daily cash
requirements. (Mot including contingency reserve or market
value adjustment.

Human Resources

s e e B - 5 [ >
Measre of productivity. Ratio of the mumber of 2010%
electric, nammral gas, and water customers to full-tme
equivalent employees, excluding transit
and telecommunications.

& Overtime’ BT - 5o | sew |
Measmre of productivity. Ratio of dollars paid in = . e
overtime to total Iabor dollars. B GOt onen

Communiry Responsibility

¢ Community Services’ N row-son | 53w |
Measre of financial contribution to the commomity. Cash, 2010%
free services, and other commumity seTvices as 2 percentaze
of CU combined operating revenues.

Environmental Responsibility

o e e L I

Meazsmre of environmental stewardship. Superfund air, water, 1L MOV} 2010%

or Landfill incidents that are reportable to the Nagonal Responss
Center (EPA). (Additionally, the reference to N0V is the mumber
of Wotces of Violaton received that are not reportable.)

Safery
#+ Lost Time Rate!

4

—
a
L

1.0

e | = Hometown Connections:
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Alameda (CA) Municipal Power

Metric

Examples

Customer Value
and Satisfaction

RKS Survey of customer satisfaction, General Fund
and other contributions, % customers on auto-pay

Rates Adequacy of reserves, percentage below PG&E,
credit rating

Reliability Duration and frequency of outages, power quality

Resources % carbon-free electricity, energy efficiency program
goal

Workforce Turnover, Training, Employee satisfaction
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Manitowoc Public Utilities, WI

Performance Indicators
EFFICIENT DELIVERY OF UTILITY SERVICES

Utility Supply 2011 2012 2013
Power Plant Turbine Capacity / Availability (not including diesel or CT) | 15.0%/80.0% | [10.79% /87.07%] | 13.76%/87.07% |
Measure of generation reliability. capacity | availability capacity / availability capacity [ availability
Power Plant Boiler Capacity / Availability | 15.9%/86.7% | [16.31% /83.58%]| | 20.10%83.58% |
Measure of generation reliability. capacity | avalability eapacity | availability eapacity f availability
Electric Energy Production -- Fuel Cost per MW-Hr | s3662 || s4457 || 54027 |
Energy Production (fuel & Power Plant O&M only) Cost per MW-Hr | ss31s || ss238 | | $79.38 |
MPU Electric Energy Production -- MW-Hr | 104863 | | 83.020 || 114270 |
Retail Electric Sales - Total MW-Hrs Sold [ 515340 | | sisasa | [ 520384 |
SAIDI Index - Electric Distribution System Reliability | 4sminutes | [ 44 minutes | | 11.5 minutes |
Measure of the average length of time in minutes that a customer can expect to
be without power during a power outage.
Water Distribution System Reliability | 32 | | 34 | 1 41 |
Measure of the number of watermain breaks.
Water Production Cost per Million Gallons Sold (Retail) | se0763 | | ss526904 || s54750 |
Retail Water Sales - Millions of Gallons Sold | 1se2 || 1579 [ 1532 |
Financial Strength
Electric Utility
Operating Ratio (Total Operating Expense divided by Total Operating Revenue) I 0.8597 I I 0.8803 I I 0.8932 I
Debt Ratio (Total Debt divided by Total Assets Less Contributed Capital) I 50.24% I I 45.85% I I 42.37% I
Actual Return on Rate Base (Authorized by PSCW: 2010-2012 = 5.5%) I 7.02% I I 7.66% I I 7.30% I
Water Utility
Operating Ratio (Total Operating Expense divided by Total Operating Revenue) | 1.0394 | | 8010 | 1 0.8498 |
Debt Ratio (Total Debt divided by Total Assets Less Contributed Capital) I 19.87% I I 17.26% I I 17.00% I
Actual Return on Rate Base (Authorized by PSCW: 2010 = 6.0% / 2011-2012 = 4.0%) *Retail I 0672 || 419% || 3.18% |

Hometown Gonnections:
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Manitowoc Public Utilities, WI

EFFECTIVELY LEVERAGE RESOURCES

Human Resources
Electric Customers per Employee | 251 [ | 278 | | 266 |
Measure of productivity. Ratio of the number of electric customers to full-time
equivalent employees.
Water Customers per Employee | 1243 | | 1256 | | 1257 |

Measure of productivity. Ratio of the number of water customers to full-time

equivalent employees.
Overtime [ 480% || 381% || 446% |

Measure of productivity. Ratio of dollars paid in overtime to total labor dollars.

STEWARDS OF PUBLIC HEALTH AND ENVIRONMENT

Environmental Responsibility
Reportable Incidents 4 [ | 0 | | 7

Measure of environmental stewardship. Number of incidents that are reportable
to the National Response Center (EPA) or WDNR.

Safetv
Lost Time Incidents / Total Reported Injuries 1 [ | 0 | | 2
Number of work-related injuries resulting in lost time / total number of injury reports
RESPONSIBLE TO COMMUNITY AND CUSTOMERS
Customer Delivery (2011) R (2012) C&I (2013) R
Overall Customer Satisfaction with MPU [ s86% || 92% | | 86% |

Measure of customer satisfaction. From customer survey, percent of respondents
indicating an overall rating of "B" or above.
(R = Residential Survey; C&I = Commercial & Industrial Survey)
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Benton PUD, WA

2013 PERFORMANCE MEASURES

Q‘IEZI‘-‘B Q‘IQZGB le
Back Bill Rate

RH:k Dunn Chris Johnson F'aula Ball

Paula Ball Paula Ball
Page 3 Fage 4 Page &

We preserve the public’s Bust through owr stewardship of assets, ouwr care for the emvironment,

Kent Zirker
Pagea 10

Paula Ball
Fage 13

Conservation
1-937

Chris Johnson

A oa | N @z R qa
- Electric System AMI Read
Reliability Indices e —
Dutages Efficiency

Rick Dunn Rick Dunn Rick Dunn Chris Folta
Page 20 Tange! G4 2013 Page 27 Page 22/23 Targe! Q4 20713
Legend

The color assigned for each measure is a subjective evaluation of both the quartery results, shown in the quartery

squares as well as the cutlook for the calendar year compared to established targets, shown in the large box. The

legend below provides general guidance for assigning colors.
Positive performance - positive year-end cutlook and exceeding quartery expectation o1 | Qa2 | Q3 | o4
Improwement needed - concem about year-end cutlook and less than quarterly expectation
Adverse performance - negative year-end outlook and negative quarterdy performance
Drata mot available or no activity during the quarter

Indicator Tite
YWear-end Cutlook

490

BENTON

AUl
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